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This study performed an empirical analysis of differences in the amount of
return of government subsidies by fiscal capability of local government using
panel data. Because the subsidies to be returned may not generate utility other
than interest revenue, they should be allocated to local governments and
properly used if possible.

In this study, the returned of government subsidies in local governments
would increase depending on their fiscal capability. Consequently, local
governments have earned more subsidy programs based on their fiscal
capability with the motives to maximize their budget. In other words, the
current subsidy system is inefficient and it is necessary to improve the

government subsidy system for greater efficiency.

[J Keywords: Amount of Subsidy Returned, Fiscal Capability of Local Government,
Inefficiency of Government Subsidy
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15) 212 BP-LM test
Ak|e] A golm, the A

|
Estimated results: Var(u)
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0, chibar2(01) = 8.53(Prob » chibar2 = 0.0017)

| Var sd = sart(Var)
InY | .000139 .011789
e | .0000841 0091711
u | 4.49e-06 .0021183
16) hausman test ﬁﬂr—a‘ Qofehd vt % L‘jr Aile FnRZF NEFRE FEHEE A
Al AR A 9] A oln, B AR GAL] ol FARE 23S AT

Test: Ho: difference in coefﬁ(:lents not systematic
chi2(12) = (b-B)'((V_b-V_B)"(-1)](b-B)
= 36.97 (Probychi2 = 0.0002)
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% p<0.01, ** p<0.05, * p<0.1, ( )kl F& robust standard error @Y
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R2 between 0.4748 0.3511 0.8155
overall 0.2294 0.1583 0.5483

% p<0.01, ** p<0.05, * p<0.1, ( )9kl F2 robust standard error @Y
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